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T0 : Chief,D/E

FROM : (Member of Intelligence Working Group Sub-group

cn Far Fast Trade Controls.)
SUBJECT: Background Information Qoneerning CHINCOM.

The Five Power Conference held in Vashington in late July and
early August 1952 was attended by representatives of the UK, France,
Japan, Canade and the US. It resulted ina recomrendation to meuber
nations of the Coordinating Camittee (COCOM) which established
regulations for the flow of Western goods to the Communist Bloc,
that Japan be invited to join that organization, At the same tinme
it was recommended thut a Chins Committee of COCOM be established
to consist of those member countries having a substantial interest
in trade with Commnist China and other Comunist controlled areas
in the Far East. The countries represented at the Five Power
Conference (UK, France, Japan, Conada and the US) were designated
permanent menbers of the China Committee (CHINGOM) established in
September 1952. All governments of the Consultative Group, however,
are entitled to participate in deliberztions and decisions of the
China Committee with respect to any issues in which they have a
genuine interest.

The US proposed an action program for CHINCOM which would require
CIIIIICOM to make studies, prepare recommendations, and propose
appropriate acflon by participating countries in the following fields:

1. The adoption of a comucdity control list directed against
canmunist China, North Korea and any other area in the
Far East which is engaged in, or may become engaged in
aggression against the free world { comprising an enbargo
1ist, a quantitative control 1ist; and other appropriate
control 1lists).

2. Adoption of administrative procedures necessary to effective
control of the above lists, or aspects thereof, such as
parts and components and technical data.

3. Adoption of other controls, such as in the fields of trans-
shipment, shipping, and finaneial controls, either foy
direct recammendation te governmepts or for coordination
with comparable activity of COCQH.
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L. Formstion of a list, for appropriate action, of items controlled
to China, and not to the rest of the Soviet bloe, which are
moving from the latter to the former in sufficlent quantity
to frustrate agreed controls to Chima.

5. TLeview and nake recom.endations concerning exports permitted
ty non-participating countries which tend seriocusly to
frustrate agreed controls against Chims.

An FTDAC working group knoun as the ™lorking Group on Far lastern
Teononic Defensc® hes been established for the purpose of making a
conkinuous study of econcmic defunse measures involving objectives
beyond those sough’ resvpeciing the Soviet Bloc in Lurope, in support
of the CHIICOM prcgram. This proup makes recomuendatlions with respect
to comicdity controls, types and levels of controls which should be
maintained and other economic defense measures in the Far Lastern
context,

A Far Eas’ern Defemse Sub-group under the Intelligence Working
Gioup has recerily been established for the purpose of determining
those specific ommodities, or categories of comucditles, now on
varicus lists tefore CHINCOM, which should be accordsed research
priority accoriing to strategic value to China.

Within CLINCQIl the arca of egreement on paragraph (1) above, is
very liuited. The Jaopanese ang US delegates are to date, more closely
in agreenent on this question of a comiodity embergo list against
China than aiy other two countriess. There is, however, pressure of
trading grou;s in Japan for lessening controls on some itens to China.
For that rea.on, a concerted effort is being made to obtain bilateral
agreeuent wth the Japanese on the reuaining un-egreed items con the
UK embargo .ist before they are brought up for review in CHIICQOM,
probably v thin the month., These un-agreed items are included under
such caterries as:

Heating mnits

X rey apparatus

Battery chargers

Uptical goods

Labatory equipnent

Insecticides

Insulated Wire and cable
It would be to the advantage of the US delegute to have Japan on his
side in the consideration of the iteuws under question, to assure that
the Jepenese will maintain their controls at their present level and
lend their support in the discussions on the subject, If agreement
¢n these items cammot be bilaterally established before they come up
for review, it is probeble that Japanesc controls will be lowered to
coincidd with those of less stringeney of sone European countries.
Support for this program is considered Priority 1 by the IIG Sub-group.
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Items to be considered for review, following a decision on the
UK 1ist, will include 2 group of 116 categories of US List 1A {items
embargoed by US but not by COCOM) and IIB itcms (quantitatively controlled
by US but not by COCOl ~ enbergoed by US in practice) which do not
appear on any International List. These include some items in such
catogories as:

Flectrical and power and gencrating equipment
Industrial equipment

Transportation equipnment

Electroniecs and precision Instruments

Metal working machinery

Cheniezl and petroleum equipnent

Metals, minerals and their uanufactures
Rubber and rubber products

Support for this program is considered Priority II.

Items on the list of 400 camodities presented to the Japanese ,
for bilateral agreement on control to China, which are being questioned
by the Japanese as to their strategic value to the Chinese, are
Priority III.

Short of a blackade of the China coast, the procedure adopted
seems to be the only method by which China trade controls may be
strengthened. This progran will call for intelligence support on
the itmes under consideraution, in the above order or priority.
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